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PREFACE 


The  Massachusetts  as  well  as  the  National  economy  has 
undergone  dramatic  changes  during  19  71.   The  Federal  Economic 
Stabilization  Program  (Phase  I  and  II)  represents  an  historic 
milestone  in  U.S.  economic  history,  including  the  first  use  of 
wage  and  price  controls  in  peacetime.   Although  early  signs  are 
optimistic,  it  is  still  too  soon  to  fully  assess  the  impact  of 
Federal  controls  on  the  National  or  the  Massachusetts  economy. 

Clear  signals  are  evident,  however,  that  the  Massachusetts 
economy  has  been  changing  character.   It  is  also  becoming  clear 
that  positive  action  will  be  necessary  if  the  Commonwealth  is 
to  maintain  the  favored  position  it  has  historically  enjoyed  in 
many  segments  of  its  economic  structure. 

This  Annual  Report  of  the  Board  of  Economic  Advisors  seeks 
to  interpret  developing  economic  trends  in  Massachusetts  rather 
than  merely  state  them  in  statistical  terms  —  the  statistics 
tell  a  consistent  story.   As  a  result,  the  report  is  directed 
primarily  to  decision-makers  in  the  Commonwealth  and  attempts, 
wherever  possible,  to  lay  out  patterns  for  action. 
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Operating  without  a  professional  staff,  the  Board  has 
sought  information  and  assistance  from  many  quarters  during 
the  past  year.   The  response  to  this  call  has  been  overwhelming 
in  its  spirit  and  enthusiasm.   Particular  thanks  is  due  the 
economic  research  staffs  of  many  institutions  who  made  available 
economic  data  and  studies.   Some  even  generated  additional  in- 
formation upon  the  Board's  request.   Several  of  these  studies 
will  be  included  in  the  Final  Report  for  1971. 

The  Board  and  particularly  the  Chairman  accept,  of  course, 
full  responsibility  for  application  of  this  information  and  for 
the  contents  of  this  Annual  Report. 


Albert  J.  Kelley 
Chairman 


December  15,  1971 
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SUMMARY 

Massachusetts  is  showing  some  evidence  of  recovery  in 
employment  but  has  yet  to  develop  the  widespread  growth  momentum 
needed  to  significantly  improve  the  general  economic  situation. 
Positive  and  affirmative  action  may  have  to  be  taken  by  state 
government  to  transform  initial  recovery  into  growth  which  rests 
largely  on  two  factors: 

-  Successful  conversion  of  high  technology 
defense  firms  to  the  civilian  sector 

-  Significant  improvement  in  the  local  business 
environment 

The  Commonwealth  must  develop  a  modern  and  positive  state 
governmental  policy  which  promotes  economic  and  industrial  growth  ■ 
a  policy  that  demonstrates  credible  political  and  economic  aware- 
ness designed  to  retain  existing  industry  and  to  attract  more  of 
the  new  growing  investment  outside  the  state  into  the  Commonwealth 


-4- 


RECOMMENDAT IONS 

It  is  recommended  that: 

(1)  An  Economic  Plan  be  developed  by  the  Commonwealth  of 
Massachusetts  as  soon  as  possible.   The  Economic  Plan  should 
include  policies  and  paths  for  economic  growth  of  the  Common- 
wealth over  the  next  5-10  years,  particularly  types  of  business 
and  industry  compatible  with  Massachusetts  skills  and  environ- 
ment.  It  should  be  widely  publicized  and  serve  as  a  reference 
and  guideline  for  the  many  sectors  interested  in  the  economic 
health  and  development  of  Massachusetts. 

(2)  Since  many  economic  issues  are  generic  to  the  six  New 
England  States,  a  New  England  Economic  Task  Group  be  established 
to  review  common  economic  problems  and  to  determine  areas  where 
concerted  action  by  the  States  may  be  appropriate.   Participants 
in  this  ad  hoc  group  should  include  representatives  from  all 
economic  and  geographic  sectors  of  New  England;  government,  busi- 
ness, labor,  education;  urban  and  rural.   Administrative  support 
could  be  provided  by  the  staffs  of  the  New  England  Governor's 
Conference  or  the  New  England  Regional  Commission. 

(3)  Expanded  efforts  be  mounted  by  the  Commonwealth  in  the 
industrial  development  area.   The  annual  expenditures  for  industrial 
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development  by  the  Commonwealth  is  $0.26  per  capita.   By 
comparison,  North  Carolina  spent  $2.28  and  Vermont  $1.84  per 
capita.   Within  such  increased  efforts: 

a.  Attention  should  be  focussed  on  the  growth  of 
technologically  oriented  industries  and  those 
producing  expert-oriented  goods  and  services. 

b.  An  expanded  industrial  development  program 
should  serve  to  publicize  the  attributes  of 
Massachusetts  both  in  this  country  and  abroad. 

c.  Firms  interested  in  expanding  into  Massa- 
chusetts should  be  aided  with  increased 
technical  assistance  and  planning. 

(4)  The  economic  impact  on  the  Commonwealth  of  emerging 
transportation  policies  be  studied.   The  economic  implications 
of  various  alternative  paths  leading  to  solution  of  this  im- 
portant problem  should  be  explored  as  well  as  the  ultimate 
solutions  themselves. 

(5)  The  economics  surrounding  the  proposed  Master  Tax  Plan 
be  the  subject  of  study  to  determine  its  effect  on  industrial 
growth. 
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THE  STATUS  OF  THE  MASSACHUSETTS  ECONOMY 


The  Massachusetts  economy  is  at  a  crossroads.   1971  has 
seen  a  dramatic  shift  from  the  1960 's  when  the  economic  health 
of  the  Commonwealth  was  as  its  peak,  to  a  situation  where 
momentum  has  been  lost  and  future  growth  patterns  are  uncertain. 

Historically,  Massachusetts,  without  extensive  natural 
resources,  has  "lived  by  its  wits."   A  great  industrial  complex 
was  forged  by  combining  the  resources  of  "Yankee  ingenuity"  and 
skilled  craftsmen  with  university  brainpower  and  a  creative  bank- 
ing and  financial  community  tuned  to  new  and  exciting  ideas. 
That  combination,  plus  the  fact  that  Massachusetts  is  a  good  place 
in  which  to  live,  helped  make  this  State  a  leader  in  many  segments 
of  the  economy,  particularly  high- technology  glamour  industries. 

The  economic  downturn  from  1969  through  1971  has  been  dramatic, 
spearheaded  but  not  restricted  to  direct  and  indirect  effects  of 
defense  and  space  cutbacks  by  the  Federal  Government. 

The  Federal  defense  and  space  buildup  throughout  the  1960's 
peaked  in  1967-68  with  Vietnam  and  manned  spaceflight  demands. 
This  buildup  camouflaged  to  a  great  extent  the  changes  in  the 
economic  base  of  Massachusetts  which  were  already  taking  place, 
changes  which  have  become  dramatically  evident  since  recent  cut- 
backs in  Federal  R&D  spending. 
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Analysis  of  economic  trends  for  the  United  States  and 
Massachusetts  shows  that  Massachusetts  has  historically  lagged 
national  economic  trends  and  exhibited  higher  peaks  and  deeper 
valleys  -  that  is,  Massachusetts  has  followed  national  trends 
but  with  a  time  lag;  when  the  national  economy  was  healthy, 
Massachusetts  was  even  better  off  relatively;  when  the  national 
economy  was  depressed,  Massachusetts  was  even  worse  off. 

It  is  easy  to  conclude  that  we  are  bound  by  forces  beyond 
our  control  --  why  not  let  nature  take  its  course  —  the  economy 
will  take  care  of  itself  —  when  the  next  national  economic 
surge  takes  place,  Massachusetts  will  go  along  for  the  ride. 
While  this  is  a  comforting  solution,  there  have  been  enough 
changes  in  the  Massachusetts  economic  situation  to  raise  a  spectre, 
to  raise  the  question  as  to  whether  history  will  repeat  itself, 
whether  history  will  actually  dictate  the  future  or  whether  Massa- 
chusetts has  to  lift  itself  by  its  own  boot  straps. 

To  realize  economic  growth  momentum,  Massachusetts  must 
reverse  its  current  trends.   For  example,  in  19  70  the  National 
Planning  Association  projected  growth  rates  for  1968-19  80. 
Among  the  50  states  and  the  District  of  Columbia,  Massachusetts 
ranked  43rd  in  population  growth  rate,  48th  in  employment  growth 
rate,  and  48th  in  personal  income  growth  rate. 
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A  new  force  at  work  already  is  the  Economic  Stabilization 
Program  of  the  Federal  Government.   The  national  effects  of  this 
bold  and  dramatic  program  including  the  first  peacetime  wage  and 
price  controls  are  not  yet  clear.   The  effects  on  the  economy  of 
Massachusetts  are  even  less  certain  at  this  time. 

The  Economic  Stabilization  Program  will,  by  objective,  slow- 
down and  hopefully  turn  around  the  negative  economic  momentum 
which  has  developed  nationally  with  respect  to  unemployment  and 
inflation.   At  year  end,  optimistic  signs  pointing  in  this  direc- 
tion are  already  emerging  for  the  national  economy  from  which 
Massachusetts  would  benefit  in  due  course. 

In  a  stabilized  national  economy,  the  potential  and  oppor- 
tunities for  states  and  regions  to  initiate  economic  growth  momen- 
tum are  manifold.   In  Massachusetts,  it  may  be  a  necessity. 
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TRENDS 


The  Massachusetts  economy  is  one  of  the  oldest  and  most 
mature  in  the  Nation.   According  to  most  economic  yardsticks, 
it  is  not  growing  as  fast  as  the  Nation.   Of  particular  interest 
and  concern  is  the  fact  that  the  economy  of  Massachusetts  has 
lagged  behind  the  other  New  England  States. 

The  1970  Federal  census  indicates  a  population  in  Massa- 
chusetts of  5,689,000,  an  increase  of  10.5  percent  over  1960. 

During  the  19  60's  employment  in  most  of  the  State's  industries 
grew  more  slowly  than  the  Nation  and  the  region.   Unemployment 
grew  from  148,900  in  August  1970  to  188,600  in  August  1971,  reach- 
ing a  high  of  212,100  in  July  1971.   Non-agricultural  employment 
decreased  from  2,258  million  in  August  1970  to  2,225  million  in 
August  1971,  a  decrease  of  1.8%.   In  the  first  10  months  of  1971, 
the  unemployment  rate  was  substantially  higher  in  Massachusetts 
than  in  the  Nation.   The  national  rate  averaged  6.0%,  while  the 
unemployment  in  the  State  averaged  7.1%,  with  a  peak  of  8.2%. 

In  the  manufacturing  sector,  the  State  showed  a  slight 
decline  during  the  1960's  whereas  sizeable  gains  were  realized 
in  the  region  and  in  the  Nation.   Total  manufacturing  employment 
was  634,200  in  August  1970  and  588,400  in  August  1971,  a  decrease 
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of  7.2%.   Within  the  manufacturing  sector,  durable  goods 
employment  decreased  from  322,600  to  29  3,40  0  during  the  same 
time  period,  a  9.1%  decline.   Manufacturing  employment  in  non- 
durable goods  declined  from  311,600  to  295,000,  5.3%  decrease. 
The  number  of  manufacturing  production  workers  decreased  from 
437,400  to  400,300,  a  drop  of  8.5%. 

Incomes  received  by  persons  engaged  in  manufacturing  ac- 
tivities showed  a  smaller  gain  during  the  1960's  than  the  region 
or  nation.   Massachusetts  showed  a  gain  of  about  54%  versus  68% 
for  New  England  and  over  84%  for  the  United  States.   While  average 
weekly  earnings  for  manufacturing  production  workers  increased 
from  $125.90  in  August  1970  to  $134.75  in  August  1971,  total 
weekly  income  decreased  from  $55.1  million  to  $53.9  million,  a 
drop  of  2.2%  during  the  same  time  period. 

The  non-manufacturing  or  service  industries  showed  a  total 
increase  from  1,623,600  in  August  1970  to  1,637,100  in  August 
1971,  a  rise  of  0.8%.   The  service  or  non-commodity  producing 
industries  represent  a  natural  growth  area  for  employment  in 
Massachusetts  as  in  New  England  and  the  Nation.   These  support- 
ing industries  now  supply  over  60%  of  Massachusetts'  total  employ- 
ment and  are  projected  to  account  for  as  much  as  75%  of  total 
employment  in  the  State  by  1980,  a  mixed  blessing  as  described 
below.   The  projected  rates  of  growth  for  service  industries  in 
the  State  lag  behind  those  of  the  region  and  the  Nation. 
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Massachusetts  has  been  able  to  maintain  its  growth  in 
personal  income,  but  the  source  of  this  income  poses  an  enigma 
for  the  future.   Property  income  has  been  well  above  the  nation 
and  is  related  to  property  and  property  returns  which  were  built 
up  during  earlier  periods.   But  it  is  significant  to  note  that 
wage  and  salary  income  in  Massachusetts  grew  at  a  slower  rate 
than  in  New  England  and  the  United  States  as  a  whole. 
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MANUFACTURING 

The  decline  in  the  manufacturing  base  of  the  Massachusetts 
economy  merits  special  attention  and  concern.   While  this  decline 
is  being  partially  compensated  for  by  increase  in  the  service  or 
supporting  industries,  too  great  a  trend  in  this  direction  can 
have  important  consequences  for  the  future  growth  of  Massachusetts. 
An  economy,  too  heavily  dependent  on  service  industries,  is  fragile 
if  not  indeed  unstable.   Carried  to  the  ultimate  extent,  it  means 
we  end  up  "taking  in  each  other's  laundry." 

Growth  in  an  economy  depends  partly  on  the  relationship 
between  (1)  industries  that  manufacture  and  export  their  output; 
and  (2)  service  industries  that  grow  as  a  function  of  the  manu- 
facturing industry.   An  important  aspect  of  this  relationship 
is  the  so-called  multiplier  effect  -  a  worker  in  a  growing  manu- 
facturing or  export  industry  can  induce  employment  for  more  than 
one  worker  in  service  or  supporting  industries.   To  insure  growth, 
even  to  stay  abreast  of  other  states  in  the  region  and  the  nation, 
we  must  develop  a  desirable  mix  of  manufacturing  and  service  in- 
dustries.  The  current  mix  and  particularly  its  trends  do  not  put 
Massachusetts  on  a  path  toward  such  economic  growth. 

Defense  and  space  spending  during  the  1960's  and  the  "glamour" 
aspects  of  R&D  masked  several  trends  which  were  developing  during 
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that  period.   These  trends  have  now  emerged  with  full  impact 
in  the  face  of  reduced  government  R&D  spending. 

During  the  19  6  0 's  - 

-Massachusetts  was  the  10th  ranking  industrial 
state 

-Massachusetts  manufacturing  industries  accounted 
for  46%  of  payroll  and  1/3  of  the  workforce 

-Massachusetts  ranked  last  in  percentage  increase 
in  manufacturing  employment  among  the  14 
leading  industrial  states 

-Massachusetts  ranked  50th  in  percentage  growth 
in  non-agricultural  employment 

-Massachusetts  ranked  last  in  percentage  growth 
in  manufacturing  value  added  among  the  14 
leading  industrial  states. 

-Massachusetts  ranked  last  among  the  New  England 
states  in  percentage  growth  of  the  manufactur- 
ing share  of  gross  state  product 

History  has  shown  that  no  state  or  nation  can  hope  to  remain 
prosperous  and  viable  without  a  healthy  industrial  base.   In 
the  past,  Massachusetts  has  depended  heavily  on  its  manufacturing 
base  for  its  economic  strength  by  selling  the  vast  bulk  of  its 
manufactured  products  out-of-state  —  in  the  markets  of  the 
nation  and  the  world. 
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The  trends  of  the  1960's  in  Massachusetts  indicate 
clearly  that  we  are  losing  ground,  that  we  are  failing  to 
grasp  and  hold  opportunities  to  maintain  leadership  in  areas 
where  we  have  prevailed  in  the  past. 

The  extent  of  our  employment  problem  can  be  traced  in 
large  measure  to  our  unfavorable  industry  mix  in  Massachusetts. 
There  are  estimated  to  be  a  total  of  approximately  700,000 
workers  who  are  either  unemployed  or  under-employed  in  lagging 
industries  and  who  will  need  to  be  assimilated  over  the  next 
10  years  into  economically  viable  sectors  of  our  economy. 
It  has  been  estimated  that  the  Commonwealth's  current  growth 
industries  are  currently  able  to  provide  for  approximately 
10,000  new  jobs  each  year.   Without  including  new  job  market 
entrants,  it  is  clear  that  we  must  take  positive  steps  to  in- 
crease the  output  of  existing  firms ,  attract  others ,  and  start 
new  firms  or  face  even  higher  unemployment. 
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TECHNOLOGY 


Technology  and  technology-based  organizations  both 
industrial  and  educational ,  have  provided  much  of  the  impetus 
and  underpinning  to  the  economy  of  Massachusetts  for  well  over 
a  hundred  years.   In  recent  years,  electronics,  instruments, 
guidance  and  control,  and  space  have  been  in  the  forefront. 
In  the  past,  shoes,  textiles,  watches  and  shipbuilding  were  the 
high  technology  industries  of  their  day. 

Knowledge  industries,  at  the  leading  edge  of  technology, 
have  provided  economic  stimulus  in  themselves  and  to  the  many 
supporting  industries  which  have  served  them. 

The  severe  cutbacks  in  government  defense  and  space  contracts 
since  the  1967-68  peak  have  had  a  serious  effect  on  the  economy 
of  Massachusetts.   R&D  sub-contractors  have  been  especially  hard 
hit  across  the  nation  since  they  are  the  first  to  be  reduced  and 
the  last  to  be  paid  in  a  roll-back.   Massachusetts  technology  com- 
panies, many  of  them  small,  have  served  predominantly  as  sub- 
contractors with  the  result  that  this  state  has  been  particularly 
hard  hit  economically,  even  though  prime  contract  awards  have 
fallen  approximately  with  the  national  average. 
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A  unique  situation  has  been  created  wherein  many  companies 
who  have  worked  only  on  defense  or  space  projects  must  now  find 
other  customers.   Available  Federal  funds  for  new  emerging 
technology  areas  such  as  environmental  and  pollution  control, 
transportation,  and  medical  electronics  have  been  very  small. 
They  have  not  and  probably  never  will  represent  more  than  a 
fraction  of  defense  and  space  funds  already  eliminated  from 
past  and  current  budgets. 

The  number  of  unemployed  professional  scientists  and 
engineers  in  Massachusetts,  approximately  10,000,  has  called 
attention  to  the  acute  technology  cutbacks.   But  for  every 
professional  who  has  become  disemployed,  approximately  4  to 
10  other  workers  have  also  lost  their  jobs,  workers  who  were 
supported  by  the  technical  professionals'  efforts.   In  addition, 
it  is  well  known  that  a  multiplier  factor  of  1.5  -  4  operates 
in  the  defense-space  business  sector  so  that  a  significant 
amount  of  Massachusetts  unemployment  can  be  attributed, 
directly  or  indirectly,  to  Federal  cutbacks. 

The  conversion  of  defense  and  space  firms  to  civilian 
markets  will  be  difficult  because  neither  the  products  nor  the 
markets  are  established.   These  firms  have  become  accustomed 
to  negotiating  on  specific  type  of  contracts  with  an  established 
customer,  the  Department  of  Defense  or  NASA.   Planning  and 
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management  has  been  geared  to  fulfilling  the  needs  and 
specifications  of  these  unique  customers.  As  a  result,  these 
firms  do  not  have  the  critical  free  market  skills  of  sales 
promotion,  advertising,  and  market  research.   The  long  lead 
time  needed  to  develop  new  products  and  identify  new  markets 
will  mean  that  the  ultimate  transition  of  these  companies  to 
a  civilian  economy  will  be  slow  and  sometimes  painful.   During 
the  period  of  transition,  these  firms  will  not  contribute 
significantly  to  economic  growth  in  Massachusetts,  in  fact  may 
serve  temporarily  to  slow  the  process  of  growth. 

Activity  is  underway  to  help  alleviate  this  situation 
nationally  in  the  form  of  a  White  House  Task  Group  investigating 
"New  Technology  Opportunities."   Its  conclusions  are  not  yet 
known  nor  is  the  fate  of  a  plethora  of  legislation  introduced 
into  the  Congress.   As  yet  a  viable  mechanism  or  program  has  not 
yet  emerged  nationally  or  locally  which  would  assist  these  com- 
panies in  their  difficult  conversion  task. 

However  the  technology  problem  is  solved  nationally,  a 
different  and  more  competitive  business  climate  has  emerged  for 
Massachusetts  companies.   The  technology  leadership  which  gave 
this  State  special  advantage  in  the  50' s  and  60' s  is  no  longer 
a  Massachusetts  monopoly. 
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TRANSPORTATION 

Transportation  has  and  will  continue  to  be  an  important 
factor  in  the  economy  of  Massachusetts.   Earlier  it  was  pointed 
out  that  continued  export  of  goods  and  services  is  important  to 
our  future  growth  -  transportation  holds  the  key  to  export  as 
well  as  to  our  internal  growth. 

A  balanced  transportation  system,  combining  the  best 
aspects  of  air,  rail,  road,  sea,  and  urban  mass  transit  into  an 
integrated  system  should  undoubtedly  represent  the  ultimate  goal, 
from  economic  as  well  as  other  viewpoints.   However,  there  are 
many  paths  by  which  this  ideal  goal  can  be  approached,  each  of 
which  may  have  quite  different  economic  implications. 

It  is  within  the  purview  and  indeed  a  statutory  responsibility 
of  the  Board  to  comment  on  the  economic  implications  of  transpor- 
tation plans  and  policy  within  this  Annual  Report  on  the  state  of 
the  economy.   However,  the  Board  is  not  aware  of  economic  analyses 
or  studies  in  depth  surrounding  current  differing  viewpoints  and 
approaches  to  the  transportation  problem,  some  of  which  are  con- 
flicting and  controversial.   Therefore,  the  Board  is  not  able  to 
comment  on  the  economic  facts  of  transportation  policy  but  merely 
to  recommend  that  the  economic  impact  of  various  alternative  paths 
leading  to  ultimate  solution  of  this  important  problem  be  explored 
as  well  as  the  impact  of  the  ultimate  solutions  themselves. 
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BUSINESS  ENVIRONMENT 

Probably  the  most  significant  factor  in  the  current 
economic  position  of  the  Commonwealth  is  the  polarization 
emerging  between  business  and  state  government. 

Many  business  and  financial  leaders  feel  that  the  decline 
of  some  industries  is  being  accelerated  by  the  emergence  of  an 
uncertain  industrial  climate.   The  current  fiscal  situation  in 
Massachusetts  is  having  an  unfavorable  impact  on  the  business 
environment.   Rapidly  rising  property,  corporate,  and  income 
taxes  needed  to  finance  rapidly  expanding  welfare  and  unemploy- 
ment spending  are  placing  many  of  the  Commonwealth's  efficient 
industries  at  a  competitive  disadvantage.   Some  less  efficient 
producers,  who  although  marginal  still  provide  jobs,  are  finding 
it  more  difficult  to  stay  in  business. 

Taxes,  wage  rates,  fuel  costs,  and  more  recently  ecological 
regulations  are  each  not  crippling  in  and  of  themselves  inde- 
pendently.  Compounded,  they  add  up  to  a  high  cost  of  doing 
business  in  Massachusetts.   As  a  result,  many  companies  are 
looking  for  more  favorable  environments.   Of  even  more  concern 
are  the  companies  we  need  to  attract  to  project  our  potential 
growth  and  who  will  never  appear  because  of  our  high  cost 
business  environment. 
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Our  government  process  in  Massachusetts  has  been  openly 
criticized  as  dividing  the  two  essential  economic  partners, 
the  owners  and  managers  of  capital  and  those  who  possess  the 
skills  to  do  the  work,  thereby  driving  a  wedge  through  the 
heart  of  the  industrial  partnership.   Whether  the  above  is 
true  to  a  greater  or  lesser  degree  is  insignificant  beside 
the  fact  that  many  in  the  State  feel  that  a  trichotomy  is 
emerging  between  business,  labor  and  state  government. 

It  is  important  that  confidence  in  state  government  be 
maintained  by  the  leaders  of  the  business  and  financial  com- 
munities —  confidence  that  state  government  is  understanding 
of,  sympathetic  to,  and  interested  in  the  acute  economic  and 
industrial  problems  facing  us  in  Massachusetts  —  confidence 
which  will  attract  new  industries  and  businesses. 
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ACTIVITIES 
OF  THE 
BOARD  OF  ECONOMIC  ADVISORS 
IN  1971 

Members  of  the  Board  of  Economic  Advisors  for  the  period 
covered  by  this  report  are:  Dr.  Albert  J.  Kelley,  Chairman; 
Mrs.  Ann  R.  Blackham;  and  Mr.  Gerald  S.  Colella.   The  Board 
does  not  have  a  professional  staff  and  is  assisted  by  a  full- 
time  temporary  clerk. 

From  February  1,  1970  to  November  18,  1970,  Mrs.  Ann 
Blackham  served  as  Acting  Chairman  of  the  Board  of  Economic 
Advisors.   Dr.  Albert  J.  Kelley,  Dean,  School  of  Management, 
Boston  College  was  designated  Chairman  by  Governor  Sargent  on 
October  26,  1970  and  sworn  into  this  position  on  November  19, 
1970. 

During  the  first  few  months  of  1971,  the  Board  wrote  to  a 
number  of  agencies  and  activities  to  determine  economic  data  and 
the  extent  of  economic  analysis  already  underway  within  the  Com- 
monwealth.  This  included  communication  with  appropriate  state 
agencies  and  legislative  committees,  every  Chamber  of  Commerce 
in  the  Commonwealth,  trade  associations,  and  regional  offices 
of  federal  agencies.   Sample  correspondence,  together  with  a 
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list  of  those  organizations  with  whom  the  Board  has  communicated, 
is  appended.   Each  recipient  was  requested  to  send  the  Board 
recent  economic  studies  affecting  the  Commonwealth  and  to  render 
any  opinions  on  its  economy. 

The  response  to  this  series  of  letters  was  noteworthy.   It 
was  determined  that  there  is  a  great  deal  of  economic  study  being 
done  in  the  Commonwealth.   However,  evaluation  of  this  shows  it 
is  extremely  uneven;  in  some  areas  data  is  available  in  exten- 
sive detail;  in  other  areas  it  is  essentially  non-existent. 

The  Board  has  reviewed,  in  depth,  the  economic  data  made 
available  to  it  and  spent  much  of  the  remainder  of  the  year  in 
this  study.   The  Board  has  found  publications  from  the  following 
agencies  to  be  of  particular  note  and  importance: 

U.  S.  Department  of  Labor 

U.  S.  Department  of  Commerce 

Massachusetts  Department  of  Commerce 
and  Development 

Massachusetts  Division  of  Labor  Security 

New  England  Regional  Commission 

Federal  Reserve  Bank 

Massachusetts  Bankers  Association 

First  National  Bank  of  Boston 

New  England  Merchants  National  Bank 

New  York  Council  of  Economic  Advisors 

New  Jersey  Board  of  Economic  Advisors 
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During  this  year,  the  Chairman  met  with  and  gave 
presentations  or  testimony  to  the  following  groups  concerning 
general  or  specific  economic  problems  in  Massachusetts: 

New  England  Governors'  Conference 

New  England  Caucus  of  the  U.  S.  Congress 

White  House  Task  Force  on  New  Technology 
Opportunities 

In  addition,  papers  which  the  Chairman  prepared  on  topics  of 
conversion  and  government  incentives  for  technology  transition 
were  entered  into  the  CONGRESSIONAL  RECORD  by  Congressman  F. 
Bradford  Morse  and  Congressman  Thomas  P.  O'Neill. 

During  this  year,  the  Board  assessed  and  reviewed  its  role. 
While  statutory  authority  is  broad,  a  definitive  ongoing  role 
has  never  been  specifically  assigned  to  the  Board  of  Economic 
Advisors.   In  carrying  out  this  review,  discussions  were  held 
with  the  staff  of  the  Council  of  Economic  Advisors  to  the 
President  and  with  the  staff  of  the  New  York  Council  of  Economic 
Advisors.   The  activities  and  reports  of  the  New  Jersey  Board  of 
Economic  Advisors  were  also  reviewed.   Meetings  with  the  Governor 
and  Lieutenant  Governor  were  held  by  the  Chairman  to  exchange 
views  on  the  potential  role  and  function  of  the  Board.   The  views 
of  the  Board  were  presented  to  the  Governor  in  a  letter  on 
August  3,  1971,  excerpts  of  which  are  attached. 
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In  order  to  carry  out  its  proposed  role  and  functions  in 
a  milieu  of  increasing  state  economic  problems,  the  Board  pro- 
posed for  the  FY  19  7  3  budget,  a  permanent  staff  of  five  employees 
together  with  $75,000  for  outside  consultants  and  studies  - 
a  total  budget  of  $179,687. 

If  approved  by  the  Governor  and  Legislature,  this  would 
provide  a  permanent  staff  for  the  Board  of  Economic  Advisors  and 
enable  it  to  fill  its  statutory  role  adequately  and  make  meaning- 
ful contributions  to  the  economic  health  and  well-being  of  the 
Commonwealth . 


The  Commonwealth  of  Massachusetts 
board  of  economic  advisors 

15    SCHOOL   STREET     BOSTON    0210B 


ALBERT    J.    KELLEY 

chairman  January    22,    1971 

ANN  R.  BLACKHAM 
GERALD  S.  COLELLA 


Dear 

Having  been  recently  appointed  by  the  Governor  as 
Chairman  of  the  Board  of  Economic  Advisors,  I  look  for- 
ward to  working  with  you  and  members  of  your  agency. 

As  you  may  know,  the  Board  of  Economic  Advisors  is 
charged  by  statute  with  the  responsibility  to: 

" — investigate  and  study  the  economic  position 
of  the  Commonwealth  and  the  factors  affecting 
it,  such  as  the  industrial  structure,  the  labor 
force,  the  number  of  unemployed,  the  population 
and  its  age  and  geographic  distribution,  shifts 
in  the  defense  program,  technological  and  sci- 
entific developments,  and  the  sensitivity  of  the 
state  economy  to  domestic  and  foreign  developments." 

In  carrying  out  its  functions,  the  Board  intends  to 
solicit  information  and  advice  from  all  responsible  elements 
within  the  Commonwealth,  in  particular  the  many  State  officials 
who  have  extensive  experience  and  involvement  in  the  important 
economic  problems  facing  us  today. 

As  a  first  step  in  its  1971  activities,  the  Board  is 
seeking  to  determine  what  economic  information  is  already 
available  throughout  State  Government. 

Would  you  kindly  send  me  a  copy  of  any  economic  studies 
or  studies  bearing  on  economic  problems  which  were  completed 
by  your  agency  in  19  69  and  1970.   Also,  would  you  inform  me 
of  any  plans  you  have  for  such  studies  in  1971. 


Not  only  will  this  information  provide  important  input 
to  the  Board,  but  will  obviate  duplication  of  effort  by  the 
Board  as  it  conducts  its  own  activities. 

I  would  be  interested  in  receiving,  now  or  at  any  time 
in  the  future,  your  viewpoint  on  economic  priorities  or  prob- 
lems which  face  the  Commonwealth  over  the  next  few  years. 
Please  feel  free  to  call  or  write  at  any  time. 

I  look  forward  to  hearing  from  you. 

Sincerely  yours, 


Albert  J.  Kelley 
Chairman 


Dr.  Albert  J.  Kelley 
Dean,  School  of  Management 
Boston  College 
Chestnut  Hill,  Mass.  02167 


State  Agencies  Contacted  in  1971 

Secretary  of  the  Commonwealth 

Attorney  General  of  Massachusetts 

Treasurer  &  Receiver-General 

State  Auditor 

Commissioner  of  Administration  and  Finance 

Office  of  Planning  and  Program  Coordination 

Bureau  of  Building  Construction 

State  Superintendent  of  Buildings 

Deputy  Commissioner  for  Fiscal  Affairs 

Budget  Bureau 

Bureau  of  Personnel  and  Standardization 

Rate  Setting  Commission 

State  Comptroller 

Appellate  Tax  Board 

Advisory  Council  on  Education 

Massachusetts  Aeronautics  Commission 

Department  of  Agriculture 

Alcoholic  Beverages  Control  Commission 

Department  of  Banking 

Civil  Defense  Agency 

Division  of  Civil  Service 

Department  of  Commerce  and  Development 

Department  of  Community  Affairs 

Consumers'  Council 


State  Agencies  (contd) 


Department  of  Corporations  and  Taxation 

Commission  against  Discrimination 

Eastern  Massachusetts  Regional  Planning  Project 

Department  of  Education 

Division  of  Employment  Security 

Division  of  Fisheries  and  Game 

Health,  Welfare  and  Retirement  Trust  Funds  Board 

Health  and  Welfare  Commission 

Department  of  Public  Welfare 

Higher  Education  Facilities  Commission 

Board  of  Higher  Education 

New  England  Board  of  Higher  Education 

Division  of  Insurance 

Commission  on  Interstate  Cooperation 

Department  of  Labor  and  Industries 

Labor  Relations  Commission 

Metropolitan  Area  Planning  Council 

Metropolitan  District  Commission 

Division  of  Motorboats 

Department  of  Natural  Resources 

Outdoor  Advertising  Division 

Department  of  Public  Health 

Department  of  Public  Safety 

Department  of  Public  Utilities 

Department  of  Public  Works 

State  Racing  Commission 


State  Agencies  (contd) 


Division  of  Registration 

Massachusetts  Rehabilitation  Commission 

Division  of  Subversive  Activities 

Office  of  the  Commissioner  of  Veterans '  Services 

Department  of  Youth  Services 

Director  of  Administrative  Services 

Massachusetts  Turnpike  Authority 

Massachusetts  Port  Authority 

Massachusetts  Bay  Transportation  Authority 

Department  of  Mental  Health 

Division  of  Banks  and  Loan  Agencies 

State  Department  of  Education 

Occupational  Education 


Committees  of  the  Legislature  Contacted  in  1971 

Senate  Committees: 

Banks  and  Banking 

Commerce  and  Labor 

Counties 

Education 

Election  Laws 

Federal  Financial  Assistance 

Government  Regulations 

Insurance 

Judiciary 

Local  Affairs 

Natural  Resources  and  Agriculture 

Public  Safety 

Public  Service 

Rules 

Social  Welfare 

State  Administration 

Taxation 

Transportation 

Urban  Affairs 

Ways  and  Means 


Committees  of  the  Legislature  (contd) 

House  Committees: 

Banks  and  Banking 

Commerce  and  Labor 

Counties 

Education 

Election  Laws 

Federal  Financial  Assistance 

Government  Regulations 

Insurance 

Judiciary 

Local  Affairs 

Natural  Resources  and  Agriculture 

Public  Safety 

Public  Service 

Rules 

Social  Welfare 

State  Administration 

Taxation 

Transportation 

Urban  Affairs 

Ways  and  Means 


Chambers  of  Commerce  and  Trade  Associations  Contacted  in  1971 

Adams  Chamber  of  Commerce 

Amesbury  Businessmen's  Association 

Amherst  Chamber  of  Commerce 

Arlington  Chamber  of  Commerce,  Inc. 

Associated  Industries  of  Massachusetts 

Athol  Chamber  of  Commerce 

Chamber  of  Commerce  of  the  Attleboro  Area 

Auburn  Chamber  of  Commerce 

Ayer  Chamber  of  Commerce 

Beverly  Chamber  of  Commerce 

Billerica  Businessmen's  Club 

Bolton  Chamber  of  Commerce 

Greater  Boston  Chamber  of  Commerce 

Bourne  Chamber  of  Commerce 

Braintree  Chamber  of  Commerce 

Brockton  Regional  Chamber  of  Commerce 

Brookline  Chamber  of  Commerce 

Cambridge  Chamber  of  Commerce 

Canton  Chamber  of  Commerce 

Cape  Cod  Chamber  of  Commerce 

Association  of  Business  and  Commerce  of  Central  Berkshire  County,  Inc 

Chelsea  Chamber  of  Commerce 

Greater  Chicopee  Chamber  of  Commerce 

Clinton  Chamber  of  Commerce 

Cohasset  Village  Association 

Concord  Chamber  of  Commerce 


Chambers  of  Commerce  (contd) 


Danvers  Chamber  of  Commerce 

Dedham  Chamber  of  Commerce 

Deerfield  Chamber  of  Commerce 

Dudley  Chamber  of  Commerce 

East  Longmeadow  Chamber  of  Commerce 

Easton  Chamber  of  Commerce 

Easthampton  Chamber  of  Commerce 

Fairhaven  Association  of  Businessmen,  Inc 

Fall  RiverArea  Chamber  of  Commerce 

Falmouth  Chamber  of  Commerce 

Greater  Fitchburg  Chamber  of  Commerce 

Franklin  Chamber  of  Commerce 

Greater  Gardner  Chamber  of  Commerce 

Gloucester  Chamber  of  Commerce 

Granby  Chamber  of  Commerce 

Greenfield  Area  Chamber  of  Commerce 

Hanover  Board  of  Trade 

Harwich  Chamber  of  Commerce 

Greater  Haverhill  Chamber  of  Commerce 

Hingham  Chamber  of  Commerce 

Greater  Holyoke  Chamber  of  Commerce 

Hudson  Chamber  of  Commerce 

Hull  Chamber  of  Commerce 

Indian  Orchard  Chamber  of  Commerce 

Ipswich  Chamber  of  Commerce 


Chambers  of  Commerce  (contd) 


Greater  Lawrence  Chamber  of  Commerce 

Lee  Chamber  of  Commerce 

Leominster  Chamber  of  Commerce 

Lexington  Chamber  of  Commerce 

Longmeadow  Chamber  of  Commerce 

Greater  Lowell  Chamber  of  Commerce 

Ludlow  Chamber  of  Commerce 

Lynn  Area  Chamber  of  Commerce 

Maiden  Chamber  of  Commerce 

Marblehead  Chamber  of  Commerce 

Marlborough  Chamber  of  Commerce 

Martha's  Vineyard  Chamber  of  Commerce 

United  Co-op  Chamber  of  Commerce  (Maynard) 

Medford  Chamber  of  Commerce 

Melrose  Chamber  of  Commerce,  Inc. 

Middleton  Board  of  Trade 

Greater  Milford  Chamber  of  Commerce 

Nantucket  Island  Chamber  of  Commerce 

New  Bedford  Area  Chamber  of  Commerce 

New  England  Council 

Greater  Newburyport  Chamber  of  Commerce 

Newton  Chamber  of  Commerce 

North  Attleboro  Chamber  of  Commerce 

North  Central  Berkshire  Conference 

North  Reading  Chamber  of  Commerce 

Northampton  Chamber  of  Commerce 

Northboro  Jaycees 


Chambers  of  Commerce  (contd) 


Northbridge  Area  Chamber  of  Commerce 

Northern  Berkshire  Chamber  of  Commerce 

Norwood  Chamber  of  Commerce 

Orange  Chamber  of  Commerce 

Orleans  Board  of  Trade 

Palmer  Chamber  of  Commerce 

Peabody  Chamber  of  Commerce 

Essex  County  Associated  Board  of  Trade  (Peabody) 

Plymouth  Area  Chamber  of  Commerce 

Provincetown  Chamber  of  Commerce 

Quincy-South  Shore  Chamber  of  Commerce 

Randolph  Chamber  of  Commerce 

Revere  Chamber  of  Commerce 

Rockland  Chamber  of  Commerce 

Rockport  Board  of  Trade 

Salem  Chamber  of  Commerce 

Scituate  Chamber  of  Commerce 

Seekonk  Chamber  of  Commerce 

Somerville  Chamber  of  Commerce 

South  Hadley  Chamber  of  Commerce 

South  Middlesex  Area  Chamber  of  Commerce 

Southern  Berkshire  Chamber  of  Commerce 

Tri-Community  Chamber  of  Commerce  (Southbridge) 

Southwick  Chamber  of  Commerce 

Spencer  Chamber  of  Commerce 


Chambers  of  Commerce  (contd) 


Greater  Springfield  Chamber  of  Commerce 

Stoughton  Chamber  of  Commerce 

Taunton  Area  Chamber  of  Commerce 

Three  Rivers  Chamber  of  Commerce 

Board  of  Selectmen  (Townsend) 

Turners  Falls-Montague  Chamber  of  Commerce 

Eastern  Middlesex  Area  Chamber  of  Commerce  (Wakefield) 

Walpole  Chamber  of  Commerce 

Waltham  Area  Chamber  of  Commerce 

Wareham  Chamber  of  Commerce,  Inc. 

Watertown  Board  of  Trade 

Wellesley  Chamber  of  Commerce 

West  Dennis  Chamber  of  Commerce 

West  Springfield  Chamber  of  Commerce 

Westborough  Chamber  of  Commerce 

Westfield  Chamber  of  Commerce 

Westford  Board  of  Selectmen 

Westminster  Chamber  of  Commerce 

Westport  Chamber  of  Commerce,  Inc. 

Whitman  Chamber  of  Commerce 

Williamstown  Board  of  Trade 

Wilmington  Chamber  of  Commerce,  Inc. 

Winthrop  Chamber  of  Commerce 

Woburn  Chamber  of  Commerce 

Worcester  Area  Chamber  of  Commerce 

Yarmouth  Chamber  of  Commerce 


Federal  Agencies  Contacted  in  1971 

Civil  Service  Commission 

Defense  Contract  Administration  Services  Region 

Department  of  the  Army 

Department  of  Commerce 

Department  of  Health,  Education  and  Welfare 

Department  of  the  Interior 

Department  of  Labor 

Department  of  the  Post  Office 

Department  of  Transportation 

Economic  Development  Administration 

Environmental  Protection  Agency 

Equal  Employment  Opportunity  Commission 

Federal  Deposit  Insurance  Corp. 

Federal  Reserve  Bank 

Federal  Trade  Commission 

First  Coast  Guard  District 

General  Services  Administration 

Housing  and  Urban  Development 

Immigration  &  Naturalization  Service 

Internal  Revenue  Service 

Interstate  Commerce  Commission 

National  Labor  Relations  Board 

Office  of  Economic  Opportunity 


Federal  Agencies  (contd) 

Office  of  Emergency  Preparedness 

Regional  Administrator  of  National  Banks 

Securities  and  Exchange  Commission 

Small  Business  Administration 

U.S.  Army  Corps  of  Engineers,  New  England  Division 

Veterans  Administration 


The  Commonwealth  of  Massachusetts 
board  of  economic  advisors 

15    SCHOOL    STREET     BOSTON    0210S 


ALBERT    J.     KELLEY 
CHAIRMAN 

ANN     R.     BLACKHAM 
GERALD     S.     COLELLA 


August  3,  1971 


The  Honorable  Francis  W.  Sargent 
Governor  of  Massachusetts 
State  House 
Boston,  Massachusetts 

Dear  Governor  Sargent: 

Following  our  discussion  several  weeks  ago,  I  am 
sending  this  letter,  as  promised,  outlining  my  concepts 
of  the  role,  function  and  resources  of  a  viable  Board 
of  Economic  Advisors  for  the  Commonwealth  of  Massachu- 
setts. 

Since  assuming  the  role  as  Chairman  of  the  Board 
of  Economic  Advisors  last  November,  I  have  made  an  ex- 
tensive assessment  of  the  Board's  statutory  function,  its 
current  and  potential  role  in  State  Government,  and  the 
resources  required  to  effectively  carry  out  these  respon- 
sibilities f   In  parallel,  I  have  had  an  opportunity  to 
examine  the  national  economy  at  close  range  while  serving 
as  a  White  House  consultant  this  summer. 

My  assessment  has  included  discussions  with  yourself, 
the  Lieutenant  Governor,  and  a  first  hand  look  at  the 
Council  of  Economic  Advisors  to  the  President.   I  have 
communicated  with  the  heads  of  State  Agencies  and  the 
regional  heads  of  Federal  Agencies,  with  the  Chairman  of 
each  Committee  of  the  Legislature,  with  every  Chamber  of 
Commerce  throughout  the  Commonwealth  and  with  organizations 
such  as  the  Associated  Industries  of  Massachusetts.   The 
response  to  these  communiques  has  been  gratifying,  indeed 
almost  overwhelming. 

In  the  past  several  months,  the  economic  health  of  our 
State  and  Nation  has  aroused  increasing  awareness  and  concern. 
The  business  and  economic  problems  which  beset  us  have  assumed 
the  highest  priority  for  our  government  leaders  at  the  federal, 
state,  and  local  levels.   The  Massachusetts  economy,  in  addition 
to  being  influenced  by  national  status  and  trends,  has  unique 
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characteristics  and  problems  of  its  own.  The  recently- 
announced  unemployment  index  of  8%,  one  of  the  highest 
in  the  country,  bears  this  out. 

First  let  me  briefly  state  the  result  of  my  assess- 
ment of  the  Board's  role  and  potential  functions: 

1.  The  1964  Act  to  establish  a  Board  of  Economic 
Advisors  to  the  Governor  (Chapter  7,  Sections  36-38  of 
the  General  Laws)  appears  well  constituted.   It  provides 
sufficient  and  appropriate  authority  and  scope  for  the 
Board  to  fulfill  a  meaningful  role  in  State  Government. 
For  whatever  reasons,  the  functions  authorized  by  statute 
have  never  been  fully  implemented. 

2.  The  Board,  as  a  quasi-independent  agency  reporting 
directly  to  the  Governor,  is  in  a  position  to  view  the  eco- 
nomic status  of  the  Commonwealth  objectively  and  free  from 
day-to-day  operating  pressures  and  conflicts.   It  should 
devote  considerable  attention  to  developing  economic  pro- 
jections to  guide  administrative  and  legislative  planning 
in  State  Government. 

3.  The  Board  should  provide  a  ready  capability  for 
economic  consultation  to  the  Governor.   This  should  be  on 
a  continuing  basis  in  those  areas  which  obviously  involve 
economic  considerations  and  on  an  ad  hoc  basis  in  other 
areas  where  economic  factors  may  be  of  a  secondary  or  more 
subtle  nature. 

4.  The  Board  should,  as  soon  as  possible,  engage  in 
an  indepth  assessment  of  the  economy  of  the  Commonwealth. 
As  the  economic  health  of  the  State  is  coming  more  into 
question,  it  is  important  that  baseline  data  be  obtained 
from  which  the  true  status  of  the  overall  economy  of  the 
Commonwealth  can  be  evaluated  together  with  the  complex 
interacting  factors  which  are  affecting  it.   If  the  problems 
can  be  assessed  and  fully  understood,  we  will  have  taken  a 
major  step  toward  their  solution.   It  is  proposed  that  the 
Board,  with  consultative  assistance,  embark  on  an  extensive 
study  of  the  economy  of  the  Commonwealth.   Its  objectives 
would  be  threefold;  baseline  data  for  reference  purposes, 
input  for  the  Board's  annual  status  report,  and  economic 
foundation  for  use  in  your  FY  1973  fiscal  and  legislative 
programs.   It  is  expected  that  this  study  would  be  updated 
annually  on  an  incremental  basis  and  thereby  kept  current. 
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The  Board  of  Economic  Advisors  consists  of  three 
part-time  members  and  a  full-time  clerk.  The  current 
budget  supports  a  bare-bones  maintenance  operation. 

The  staffing  and  budget,  in  my  opinion,  are  barely 
sufficient  to  minimally  satisfy  the  Board's  statutory 
responsibilities.   If  the  Board  is  to  make  an  effective 
contribution  to  the  solutions  of  the  Commonwealth's  eco- 
nomic problems,  its  budget  and  staff  must  be  expanded. 


